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ABSTRACT 
 
Tourism sector is one of the locomotive sectors in economy of the TRNC (Turkish Republic 
of North Cyprus). Even though, education sector plays a major role in the economy still it did 
not take the locomotive position of the Tourism sector. Due to this reality, the tourism 
institutions in TRNC are the main consumers of the banking sector. But, for the time being, 
the banking sector is not serving at the required level of quality for the tourism institutions. 
The study searched, how the luxury hotels as the dominant section of the tourism sector, 
identify the bank service quality. As a result of this study, it is seen that; the services provided 
by the banks are not satisfying the responsiveness, assurance, and empathy needs of the 
luxury hotels in TRNC. 
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INTRODUCTION 
 
The modern banking facilities beside issuing loans or other kind of banking services; it also 
provides services to the all other sectors in a country. What determines the market share of a 
bank is not only the service it provides; but also how it provides it; which is developed as the 
Servqual system by Parasuraman and his followers. Servqual is a measuring method, which 
argues that the main issue to provide the highest quality service is to satisfy the needs of the 
consumers at the highest level and serve the consumers beyond their expectations. As a result, 
the service quality is defined by the consumers as the difference between wants or 
expectations and the difference between their perceptions. (Parasuraman et al., 1985; 
Parasuraman et al. 1988, p.  23).   
 
Servqual scale is a principal instrument in the services marketing literature for assessing 
quality (Parasuraman et al.,1991; Parasuraman et al., 1988).  This instrument has been widely 
utilized by both managers (Parasuraman et al., 1991) and academics (Babakus and Boller, 
1992; Carman, 1990) to assess customer perceptions of service quality for a variety of 
services (e.g. Banks, credit card companies, repair and maintenance companies). The results 
of the initial published application of the servqual instrument indicated five dimensions of 
service quality which emerged across a variety of services. These dimensions include 
tangibles, reliability, responsiveness, assurance and empathy (Zeithaml at al, 1990, p. 176; 
Brensinger and Lambert, 1990; Crompton and MacKay, 1989). Tangibles are the physical 
evidence of service, reliability involves consistency of performance and dependability, 
responsiveness concerns the willingness or readiness of employees to provide services, 
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assurance corresponds to the knowledge and courtesy of employees and their ability to 
inspire trust and confidence, and finally, empathy pertains to caring, individualized attention 
that a firm provides it customers (Lassar et al., 2000, pp. 245-46).  
 
The study searched what the luxury hotels (3, 4,or 5 star) percept about the bank service 
quality. 
 
Even though there are limited researches (Nadiri and Hussain, 2005; Johns et al., 2004; Araslı 
et al., 2005) related to measuring service quality  in the banking and tourism sectors of 
Northern Cyprus, no study designed to measure service quality of banking sector from the 
viewpoint of luxury hotels has been conducted. Therefore, this study aims at contributing to 
the literature in this field. 
 
 
METHODOLOGY AND DATA ANALYSIS 
 
As it’s mentioned above, the service quality of the bank sector in the TRNC is searched from 
the window of tourism sector. The share of the Tourism sector in GDP is 2.4%, while in the 
fixed capital investment is 6%. The net income of the tourism sector is 258.3 million dollar, 
which is a very important data for the huge trade deficit of TRNC (Tourism Planning Office 
2006, p. 53).  
 
This research covers the luxury hotels with 3, 4, and 5 stars as the main body of the tourism 
sector. A questionnaire is sent to the high level managers of the luxury hotels by the date June 
2007. 
  
Table 1:  Star Category of Hotels in Northern Cyprus (June 2007) 
Star Category Number of Hotels 
***** 7 
**** 6 
*** 18 
** 10 
* 24 
TOTAL 65 
Source: TRNC Ministry of Economy and Tourism 
 
According to the valid questionnaires obtained in the research, the basic findings related to 
hotels in terms of star category, location and the type of bank usually worked with are given 
in Table 2. On the other hand, Table 1 shows the total number of hotels according to their star 
category up to the date June 2007. Questionnaires are sent to the high level managers of 
luxury hotels covering the same date. As can be understood from the given tables (Table 1, 2), 
100 % of the hotels with 4 and 5 stars, and 72% of the hotels with 3 stars existing in TRNC 
responded to the questionnaire. 57.7% of the hotels that responded to the questionnaire are 
located in the Kyrenia region. Most of these hotels (65.4%) work with Turkish branch banks, 
while the rest work with the local banks. 
 
  Table 2: Sample Characteristics of Hotels  
Factor Category, Frequency and Percentage  
Star Category 
Frequency 
(%) 
*** 
(13) 
(50) 
**** 
(6) 
(23.1) 
***** 
(7) 
(26.9) 
 
Location 
Frequency 
Kyrenia 
(15) 
Famagusta 
(6) 
Đskele 
(1) 
Nicosia 
(4) 
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(%) (57,7) (23,1) (3,8) (15,4) 
Type of bank hotels 
usually work with 
Location 
(%) 
Turkish branch banks 
(17) 
(65,4) 
Local bank 
(9) 
(34,6) 
HSBC 
(0) 
(0) 
 
 
The questionnaire used in the study consists of three parts. Part 1 contains the basic 
characteristics of hotels including star category, location and the type of commercial bank 
with which they usually work. Part 2 includes expectations of hotels using a seven-point 
Likert scale ranging from “strongly disagree=1” to “strongly agree=7” to measure the 22 
items.  Similar to Part 2, Part 3 contains perceptions of respondents to measure the service 
quality of commercial banks for 22 items.  
 
Both hotel characteristics and servqual items were tested to check if they were parametric or 
not.  As a result of “One-Sample Kolmogorov-Smirnov Test” all variables proved to be 
normally distributed. Therefore, parametric tests have been applied in the study. Acordingly, 
the basic analysis and tests utilized in the study include frequency and percentage analysis, 
“one-sample t test”, “independent-samples t tests”,  “paired-samples t tests”, “One-Way 
ANOVA test”,  and “reliability analysis”.   
 
 
Servqual Scores of Hotels towards Commercial Saving Banks 
 
Luxury Hotels’ expectations and perceptions of service quality took part in Table 3. As shown 
in the table servqual scores for all items calculated as the difference between perceptions and 
expectations bear negative signs. However, even though servqual scores of 17 out of 22 items 
are negative, “paired samples t test” reveals that means of perception and expectation do not 
differ significantly at the p< .05 (p >.05). This shows that quality expectations are met for 
these items. On the other hand, servqual scores of only 5 out of 22 items do significantly  
differ from “0” (p< .05 ) meaning that when expectations are greater than performance, then 
perceived quality is less than satisfactory and a service quality gap materializes. In other 
words, banks fall short of expectations for these five items. These items are “Appealing of 
bank’s physical facilities”,  “Providing sufficient trust to customers placing confidence in 
employees in this respect”, “Necessary knowledge of employees to answer customers’ 
questions”, “Customer personal attention given by employees”,   “Consumer specific needs 
understood by  employees”.                                 
 
Table 3:  Average Servqual Scores of Hotels towards Banks in Northern Cyprus 
Dimension Item Perception Expectation SERVQUAL 
Score 
Sig.   
(p) 
1. Excellent banks have modern looking equipment 5,65 6,00 -,3462 ,205 
2. An excellent bank’s physical facilities are visually appealing 5,46 6,04 -,5769 ,026* 
3. An excellent bank’s reception desk employees are neat in 
appearance                                                                 5,12 5,62 -,5000 ,079 
Tangibles 
4. An excellent bank’s credit cars, cheques and similar materials are 
visually appealing 5,46 5,62 -,1538 ,637 
5. When an excellent bank promises to do something by a certain 
time, it does so  5,62 6,00 -,3846 ,272 
6. When customers have problems employees in an excellent bank 
will be sympathetic and reassuring                       4,88 5,12 -,231 ,581 
7. An excellent bank performs the service right the firs time 5,69 5,96 -,2692 ,317 
8. An excellent bank provides its services at the  time it promises to 
do so 5,38 5,81 -,4231 ,339 
Reliability 
9. An excellent bank insists on error-free records                                                                                  5,65 5,65 ,0000 1,000 
10. Employees in an excellent bank tell you exactly when the services 
will be performed                  4,85 5,19 -,3462 ,339 
11. Employees in an excellent bank give you prompt services. 5,12 5,62 -,5000 ,114 
12. Employees in an excellent bank are always willing to help you 4,81 5,65 -,8462 ,058 
Responsiveness 
13. Employees in an excellent bank are never too busy to respond to 
customers’ questions     4,77 5,19 -,4231 ,323 
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14.Employees in an excellent bank insist confidence in customers 5,38 6,12 -,7308 ,087 
15. Employees in an excellent bank provide sufficient trust to 
customers placing confidence in employees in this respect. 5,12 5,96 -,8462 ,016* 
16. Employees in an excellent bank always respect customers. 5,42 6,08 -,6538 ,057* 
Assurance 
17. Employees in an excellent bank have necessary knowledge to 
answer customers’ questions.                                        5,23 5,58 -,3462 ,371 
18. An excellent bank gives customer individual attention 5,12 5,65 -,5385 ,203 
19. An excellent bank has working hours suitable for all customers 4,35 5,08 -,7308 ,100 
20. An excellent bank has employees who give customer personal 
attention 5,12 6,31 -1,1923 ,001* 
21. An excellent bank has customer’s best interest at heart 4,73 4,96 -,2308 ,397 
Empathy 
22. The employees of an excellent bank understand customer specific 
needs 4,65 5,27 -,6154 ,033* 
* Significant at 5 percent (p<.05) = Perception and expectation differ significantly at 5 percent 
  
  
Table 4 shows average servqual scores presented in line with original five dimensions. The 
results reveal that significant differences occurred between expectations and perceptions of 
three dimensions (p <.05).  These are “responsiveness”, “assurance” and “empathy”. In other 
words, quality expectations of luxury hotels towards banks in Northern Cyprus are not meet 
for these three dimensions.  
  
  
Table 4: SERVQUAL Scores of Quality Dimensions 
 Dimension 
 
SERVQUAL 
Score 
Sig. (2-tailed) 
Tangibles (α=.875) -,3942 ,108 
Reliability (α=.618) -,2615 ,295 
Responsiveness (α=.545) -,5288 ,042* 
Assurance (α=.640) -,6442 ,017* 
Empathy  (α=.768) -,6615 ,014* 
* Significant at 5 percent  (p<.05) = Perception and expectation differ significantly at 5 percent 
 
Overall alpha coefficient as the reliability analysis is 0.909. Items for each subscale were also 
subjected to reliability analysis. The alpha coefficients for the total scale were 0.875, 0.618, 
0.545, .640 and 0.768 respectively for the fve dimensions shown in Table 4. Reliability 
coefficient above 0.7 is considered sufficient even though the minimum acceptable value of 
Alpha for the reliability of the model is 0.5 (George and Mallery 2001, p. 217). This supports 
the internal cohesiveness of the items forming each dimension.   
 
 
The Impact of Hotels’ Characteristics on the Dimensions’ Servqual Scores 
 
By referring to characteristics of hotels in Table 2 and servqual scores of five dimensions in 
Table 4 the “Independent Samples t Test” and “One-Way ANOVA test” were used to 
determine if the gap factor score means varied among different characteristics. Findings 
indicated that none of these characteristics yielded significant differences at the 0.05 level in 
disparity of service quality since significant values are greater than 0.05 as can be seen in 
Table 5. 
 
Table 5: The Impact of Hotels’ Characteristics on the Factors’ SERVQUAL Scores Using Analysis of Variance 
 
Tangibles  Reliability Responsiveness  Assurance Empathy  
Star Category      
   *** -,1923 -,2154 -,2885 -,5769 -,5385 
   **** ,0417 -,4000 -,5417 -,6667 -,2333 
   ***** -1,1429 -,2286 -,9643 -,7500 -1,2571 
   (F) 2,088 ,045 ,638 ,039 1,170 
   Sig. ,147 ,956 ,537 ,962 ,328 
Location of Hotels      
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   Kyrenia -,1000 ,0933 -,1333 -,2333 -,3200 
   Famagusta -,8750 -,9000 -1,4167 -1,5000 -1,1667 
   Đskele -1,0000 -,4000 ,0000 -,5000 -,4000 
   Nicosia -,6250 -,6000 -,8125 -,9375 -1,2500 
   (F) ,723 1,034 1,767 1,579 ,959 
   Sig. ,549 ,397 ,183 ,223 ,430 
Commercial Bank Hotels usually work with      
   Turkish branch banks -,4118 -,2588 -,3971 -,6765 -,4353 
    Local banks -,3611 -,2667 -,7778 -,5833 -1,0889 
    (F) 1,922 1,998 5,941 ,598 2,634 
    Sig. ,921 ,988 ,594 ,864 ,222 
Note: Means are represented in terms of factor servqual scores 
 
 
 
CONCLUTIONS AND IMPLICATIONS 
 
In service sectors such as banking, the quality of the service can be measured by the 
customer’s reactions instead of technical means. In this respect, the method widely used to 
measure the quality of service is servqual. According to this method, right quality is achieved 
when the customer’s expectations are met and high quality is achieved when the expectations 
are over met. In this study, the service qualities of the banks in TRNC are measured using the 
servqual method with the perspective of the luxury hotels. 
 
According to the results from the research, 17 out of 22 servqual items, the service is of right 
quality. The items which are with low quality are to a large extent related with personal 
selling capabilities of the workers. For instance, the banks with low service quality seem to 
lack in characteristics such as the workers having enough knowledge to answer the questions 
of the customers, understanding the needs of the customers, and being trustworthy. It is 
regarded that these problems could be solved by training the workers especially on the subject 
of personal selling. 
 
The research also provided the result that the service qualities that hotels receive from banks 
do not differentiate according to star category, location of hotel and type of bank. To express 
it another way, it will be strategically wrong for banks to choose a target group according to 
hotel characteristics when providing a service to them. 
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